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Independent Auditors' Report

To the Board of Directors

Charlotte Harbor Water Association, Inc.

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying fmancial statements of Charlotte Harbor Water Association, Inc., which

comprise the balance sheets as of December 31, 2021 and 2020, and the related statements of revenue and

expenses, changes in members5 equity, and cash flows for the years then ended, and the related notes to the

financial statements.

In our opinion, the fmancial statements present fairly, in all material respects, the fmancial position of Charlotte

Harbor Water Association, Inc. as of December 31, 2021 and 2020, and the changes in its members' equity and

cash flows for the years then ended in accordance with accounting principles generally accepted in the United

States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America

and the standards applicable to financial audits contained m Government Auditing Standards, issued by the

Comptroller General of the United States. Our responsibilities under those standards are further described in the

Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are required to be

independent of Charlotte Harbor Water Association, Inc. and to meet our other ethical responsibilities, in

accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we

have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities oflVIanagement for the Financial Statements

Management is responsible for the preparation and fair presentation of the fmancial statements in accordance with

accounting principles generally accepted in the United States of America, and for the design, implementation, and

maintenance of internal control relevant to the preparation and fau- presentation of financial statements that are

free from material misstatement, whether due to fraud or error.

hi preparing the fmancial statements, management is required to evaluate whether there are conditions or events,

considered in the aggregate, that raise substantial doubt about Charlotte Harbor Water Association, Inc.'s ability

to continue as a going concern within one year after the date that the financial statement are available to be

issued.

Auditor9s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free

from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our

opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a

guarantee that an audit conducted in accordance with generally accepted auditing standards and Government

Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a

material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve

collusion, forgery, intentional omissions, misrepresentations, or the override of internal cont-ol. Misstatements
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are considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing

Standards, we:

• Exercise professional judgment and maintain professional skepticism throughout the audit.

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud

or error, and design and perform audit procedures responsive to those risks. Such procedures include

examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the

effectiveness of Charlotte Harbor Water Association, Inc.?s internal control. Accordingly, no such

opinion is expressed.

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management, as well as evaluate the overall presentation of the financial

statements.

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that

raise substantial doubt about Charlotte Harbor Water Association, Inc. ?s ability to continue as a going

concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the

planned scope and timing of the audit, significant audit findings, and certain internal control-related matters

that we identified during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the fmancial statements as a whole. The

accompanying schedules of other operating expenses is presented for purposes of additional analysis and is not a

required part of the financial statements. The accompanymg schedule of expenditures of federal awards, as

required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost

Principles, and Audit Requirements for Federal Awards, is presented for purpose of additional analysis and also

is not a required part of the fmancial statements. Such information is the responsibility of management and was

derived from and relates directly to the underlying accounting and other records used to prepare the financial

statements. The information has been subjected to the auditing procedures applied in the audit of the financial

statements and certain additional procedures, including comparmg and reconciling such information directly to

the underlying accountmg and other records used to prepare the fmancial statements or to the fmancial statements

themselves, and other additional procedures in accordance with auditing standards generally accepted in the United

States of America. In our opinion, the schedules of other operating expenses and schedule of expenditires of

federal awards are fairly stated, in all material respects, in relation to the financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 13, 2022, on our

consideration of Charlotte Harbor Water Association, Inc. ?s internal control over financial reporting and on our

tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other

matters. The purpose of that report is solely to describe the scope of our testing of internal control over financial

reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness of

Charlotte Harbor Water Association, Inc.'s internal control over financial reporting or on compliance. That report

is an integral part of an audit performed in accordance with Government Auditing Standards in considering

Charlotte Harbor Water Association, Inc.'s internal control over fmancial reporting and compliance.

S^f^ S^. C^t^ & %^. P.A

Suplee, Shea, Cramer & Miller, PA.

Sarasota, FL

July 13,2022



CHARLOTTE HARBOR WATER ASSOCIATION, INC.

Balance Sheets

As of December 31, 2021 and 2020

ASSETS

2021 2020

Current Assets

Cash and cash and equivalents

Investments - other

Accounts receivable

Inventories

Prepaid expenses

Total Current Assets

Plant, Property and Equipment

Less accumulated depreciation of

$3,444,919 in 2021 and $3,719,467 in 2020

Other Assets

Escrow deposits

Total Other Assets

Total Assets

772,557 $ 621,480
1,229,716

236,256
109,657
57,692

2,405,878

890,703
208,627

63,374
48,467

1,832,651

10,732,171

1,500

1,500

$ 13,139,549 J_

5

7

,176,143

1,500

1,500

,010,294

The accompanying notes are an integral part of these financial statements.



CHARLOTTE HARBOR WATER ASSOCIATION, INC.

Balance Sheets (continued)

As of December 31, 2021 and 2020

LIABILITIES AND MEMBERS' EQUITY

2021 2020

Current Liabilities

Accounts payable and accrued expenses $ 879,178 $ 417,910
Current portion of long-term liabilities 11 J 86 9,407

Total Current Liabilities 890,364 427,317

Long-term Liabilties

Notes payables 6,879,149 1,938,792

Total Long-term Liabilities 6,879,149 1,938,792

Other Liabilities

Customer deposits 213,726 199,783

Total Liabilities 7,983,239 2,565,892

Members' Equity

Contributions in aid of construction 2,633,066 2,377,946
Grants in aid of construction 1,009,385 1,009,385
Retained earnings 1,513,859 1,057,071

Total Members'Equity 5,156,310 4,444,402

Total Liabilities and Members'Equity $ 13,139,549 $ 7,010,294

The accompanying notes are an integral part of these financial statements.



CHARLOTTE HARBOR WATER ASSOCIATION, INC.

Statements of Revenue and Expenses

For the years ended December 31, 2021 and 2020

2021 2020

Operating Revenues

Metered water sales

Reconnection fees

Inspections

Late payment penalties

CCU meter reading

Other

Total Operating Revenues

Operating Expenses

Depreciation

Other operating expenses
Repairs and maintenance

Salaries

Utilities

Total Operating Expenses

Operating Income

Other Revenues (Expenses)

Interest income

Interest expense

Loss on disposal of assets

Total Other Revenues (Expenses)

Excess of Revenue over Expenses

$ 1,998,601
24,550
2,719

12,387
6,241
1,502

$ 1,896,253
2,650
1,419
3,721
6,200
9,889

2,046,000

1,583,425

462,575

(5,787)

456,788 $

1,920,132

226,127
523,041
133,759
617,953

82,545

168,989
497,745
113,260
542,033

76,525

1,398,552

521,580

3,092
(6,384)
(2,495)

8,777
(4,454)

4,323

525,903

The accompanying notes are an integral part of these financial statements.



CHARLOTTE HARBOR WATER ASSOCIATION, INC.

Statements of Changes in Members' Equity

For the years ended December 31, 2021 and 2020

Balances as of December 31, 2019

Excess of Revenue over Expenses

New member fees

Balances as of December 31, 2020

Excess of Revenue over Expenses

New member fees

Balances as of December 31, 2021

Contributions Grants Total
Retained

Earnings

Total Members'

Equity

2,272,449 $ 1,009,385 $ 3,281,834 $ 531,168 $ 3,813,002

525,903 525,903

105,497 - 105,497 - 105,497

2,377,946 $ 1,009,385 $ 3,387,331 $ 1,057,071 $ 4,444,402

456,788 456,788

255,120 - 255,120 - 255,120

$ 2,633,066 $ 1,009,385 $ 3,642,451 $ 1,513,859 $ 5,156,310

The accompanying notes are an integral part of these financial statements.



CRAJRLOTTE RA.RBOR WATER ASSOCIATION, INC.

Statements of Cash Flows

For the years ended December 31, 2021 and 2020

2021 2020
Cash flows from operating activities:

Excess of Revenue over Expenses

Adjustments to reconcile excess (deficit) of revenues

over expenses to net cash provided

by operating activities:

Depreciation expense

Loss on disposal of assets

Changes in assets and liabilities

Increase in accounts receivable

Increase in inventory

Increase in prepaid expenses and other assets

Decrease in escrow deposits

Increase in accounts payable, trade

Total adjustments

Net cash provided by operating activities

Cash flows from investing activities:

Capital expenditures

Proceeds from sales of assets

Certificates of deposit, change in value

Net cash used by investing activities

Cash flows from financing activities:

Long-term liabilities reduction

Proceeds from financing

Customer deposit adjustments
Contributions in aid of construciton

Net cash provided by financing activities

Net increase in cash

Cash - Beginning of Year

Cash - End of Year

The accompanying notes are an integral part of these financial statements.

$ 456,788 $ 525,903

226,127
2,495

(27,629)
(46,283)

(9,225)

245,866

391,351

848,139

(5,569,748)
500

(339,013)

(5,908,261)

(9,407)
4,951,543

13,943
255,120

5,211,199

151,077
621,480

$ 772,557

$

$

_$_

168,c

(79,321)
(2,810)
(5,654)
5,000

68,281

154,485

680,388

(2,357,433)

137,734

(2,219,699)

(9,129)
1,833,473

4,055
105,497

1,933,896

394,585
226,895

621,480



CHARLOTTE HARBOR WATER ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2021 AND 2020

Note 1 - Organization and Significant Accountmg Policies

Organization

The Charlotte Harbor Water Association, Inc., (the "Association"), is a private organization

incorporated under the laws of the State of Florida on November 19, 1964, as a not-for-profit

cooperative corporation. The purpose of the Association is to provide safe, clean, sparkling water to all

residents.

Significant Accounting Policies

Basis of Accounting

The financial statements of the Association have been prepared on the accmal basis of accounting and

accordingly reflect all significant receivables, payables, and other liabilities.

Cash and Cash Equivalents

For the purpose of the statement of cash flows, the Association considers all liquid debt instmments
with an original maturity of three months or less when purchased to be cash equivalents.

Investment-other

Investment-other consists of certificates of deposit with original maturities greater than three

months. These certificates of deposit held as of December 31, 2021 have interest rates ranging

from 0.01-0.35%.

Fair Value of Financial Instruments

The carrying values of the Association's financial instruments approxunates fair value. The

fmancial instruments consist of accounts receivable, accounts payable, accmed liabilities, and

long-term debt.

Accounts Receivable

Accounts receivable is stated at net realizable value and, in the opinion of management, are

considered fully collectible. The Association requu-es customers to provide a deposit based on

meter size and estmiated monthly usage to offset collectible accounts. Consequently, no allowance

for bad debts was deemed necessary in the accompanying balance sheets as of December 31,2021

and 2020.

Inventory

Inventory is principally determined using the average cost method. Inventory consists of supplies,

parts, and materials to maintain the Association's equipment.

Property, Plant and Equipment

Property, plant, and equipment is stated at cost less accumulated depreciation. Additions and

improvements that significantly add to the productive capacity or extend the useful life of an asset

are capitalized. Other expenditires for repairs and maintenance are charged to operations in the

period incurred. Depreciation is calculated usmg the straight-line method over the estimated useful

lives of the individual assets, which ranges from three to fifty years.



CHARLOTTE HARBOR WATER ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2021 AND 2020

Notel^- Organizatign andSignificantAccountms Policies (continued)

Significant Accounting Policies (continued)

Impairment of Long Lived Assets

Recoverability of assets to be held and used is measured by a comparison of the carrying amount

of an asset to futire net cash flows expected to be generated by the asset. If such assets are

considered to be impaired, the impairment to be recognized is measured by the amount by which

the carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of are

reported at the lower of the carrying amount or fair value less cost to sell.

Compensated Absences

Paid annual leave is provided for all regular, full time employees. Regular, full time employees

are eligible for annual leave from the period employment begins. Time is accmed on the first day

of each month the employee is under employment. Leave accmal varies based upon the length of

employment period. The maximum annual leave accmal for any employee is 160 hours.

Revenue Recognition

Revenue is recognized when billed to the customer. Rates consist of a minimum fee in addition to

water consumption fees. Minimum and consumption fees vary based on the customer type: smgle

family, multi-family and commercial.

Income Taxes

No provision has been made for income taxes. The Association is a tax-exempt organization

under IRC Section 501(c)(12), whereby only unrelated business mcome is subject to mcome tax.

For the fiscal years ended December 31, 2021, the Association's entire gross income has come

under Section 115(a) and, therefore, includes no unrelated business income.

ASC Topic 740 requires the Organization to recognize in the financial statements the impact of a

tax position, if that position is more likely than not of being sustained on audit, based on technical

merits of the position. The Organization has determined that it does not have any material

unrecognized tax benefits or obligations as of December 31, 2021.

The Association files a U.S. Federal mformation return of an organization exempt from income

tax (Form 990). The Federal returns for the tax years 2018 through 2020 remain subject to
examination by the Internal Revenue Service.

10



CHARLOTTE HARBOR WATER ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2021 AND 2020

Note 1 - Organization and Significant Accounting Policies (continued)

Significant Accounting Policies (continued)

Use of Estimates

The preparation of financial statements in accordance with accounting principles generally

accepted in the United States of America requires management to make estimates and assumptions

that affect the certain reported amounts and disclosures of assets and liabilities at the date of the

financial statements and the reported amounts of revenues and expenses during the reporting

period. Accordingly, actial results could differ from those estimates.

Note 2 - Property, Plant and Equipment

Details of property, plant, and equipment as of December 31, 2021 is as follows:

2021 2020

Building and land improvements
Distribution system
Equipment
Land
Reverse Osmosis units

Tanks and wells

Vehicles
Construction in process

Less accumulated depreciation

$ 487,493
6,790,797

77,995
186,055
829,666

1,088,189
224,831

4.492,064

$ 487,493
3,176,235

77,860
186,055
766,250

1,085,255
227,406

2,889,056
14,177,090
f3.444.919)

8,895,610
(-3.719.467)

$ 10.732.171 $ 5.176.143

Depreciation for the years ended December 31, 2021 and 2020 was $226,127 and $168,989,
respectively.

Note 3 - Accounts Payable and Accmed Expenses

Details of accounts payable and accmed expenses as of December 31, 2021 and 2020 are as follows:

2021 2020

Accounts payable

Construction payable

Retainage payable
Accmed payroll
Accmed annual leave

$ 93,118
509,486
246,972

9,977
19.625

879.178

$

$=

55,594
294,084

33,741
7,307

27.184
417.910

11



CHARLOTTE HARBOR WATER ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2021 AND 2020

Note 4 - Long-Term Debt

Following is a summary of long-term debt as of December 31, 2021:

2021 2020
Promissory note payable to National Rural Water Association.

Payable in monthly instalhnents of $966, including interest of
3.00%. The note payable is secured by real and personal property

of the Association. The note payable matures in May 2028. $ 69,050 $ 76,964

Promissory note payable to Small Business Administration.

Payable in monthly instalhnents of $641, including interest of
2.75%. The note payable is secured by real and personal property

of the Association. The note payable matures in July 2050. 148,507 150,000

Revolving line of credit agreement with Fifth Third Bank for
interim financmg to support the Water Distribution System
Improvement project (Note 10.) The revolving line of credit
agreement provides advances up to $7,130,000 with a matirity

date of December 31,2023. The Association expects that the line

of credit will be repaid by a permanent USDA Rural Utility
Services loan on or before the maturity date of the line of credit.

Interest payable monthly at a rate equal to the LDBOR rate plus
1.5%. 6.672.778 1.721.235

Total Long-term debt 6,890,335 1,948,199
Less:

Current maturities 01.186) C9.407)
$ 6.879.149 $ 1.938.792

Following are maturities of long-term debt for each of the next five years:

2022 $ 11,186
2023 6,686,419
2024 14,047
2025 14,465
2026 14,894
Thereafter 149.324

$ 6.890.335

12



CHARLOTTE HARBOR WATER ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2021 AND 2020

Note 5 - Customer Deposits

At time of application to join the Association a deposit is required. The deposit varies based on the
customer type: single family, multi-family and commercial. All deposits, less outstanding balance

deductions, are refunded upon termination of membership in the association. Following is a summary

of the customer deposits for the years ended December 31, 2021 and 2020.

2021 2020

Beginnmg balance

New memberships

Terminated memberships

Applied to outstanding balance

$ 199,783 $ 195,728

41,760
(14,490)
d 3.327)

$ 213.726

22,070
(9,231)
f8.784)

$ 199.783

Note 6 - Members5 Equity

Members' equity consists of the following as of December 31, 2021 and 2020:

Contributions in Aid of Construction
Grants m Aid of Construction

Retained earnings

2021

$ 2,633,066
1,009,385
1.513.859

$ 5.156.310

2020

$ 2,377,946
1,009,385
1.057.071

$ 4.444.402

Contributions and Grants in Aid of Constructions consist of new installation services. These services

include boring, connections, meter installations, re-establishment, etc. The associated costs of these

services are recorded as additions to the Distribution System asset. For the years ended December 31,

2021 and 2020 there were $255,120 and $105,497 in services provided as Contributions in Aid of
Construction and $-0- and $-0- in services provided as Grants in Aid of Construction, respectively.

Note 7 - Defined Contribution 401(k) Plan

The Association has adopted a 401(k) Profit Sharing Plan and Tmst for all full-time employees, as of
August 2018. The Association contributes up to 4% of the employee's base salary on behalf of the

employee. In addition, the Association approved a matching contribution up to 3% of the employee's

base salary. Eligible employees are considered 100% vested in employer contributions. This plan

replaced the existing plan, consistmg of smiilar provisions but varied eligibility requirements and

vesting rights. As of December 31, 2021 and 2020, the associated expense amounted to $39,650 and

$30,605, respectively.

13



CHARLOTTE HARBOR WATER ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2021 AND 2020

Note 8 - Concentrations of Credit Risk

The Association maintains its cash accounts at commercial banks. Such amounts on deposit are

insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 per institution. The
Association had $-0- and $1,433,473 funds on deposit at commercial banks exceeding the portion

insured by the FDIC as of December 31, 2021 and 2020, respectively.

Note 9 - Liquidity and Availability of Financial Assets

The following reflects the Association's fmancial assets as of the balance sheet date, reduced by

amounts not available for general use due to restriction within one year of the balance sheet date.

2021 2020

Financial assets at year-end $ 2,238,529 $ 1,720,810

Less those unavailable for general expenditures

within one year due to:

Construction payable 509.486 294.084

Financial assets available to meet cash needs for general

expenditure within one year $ 1.729.043 $ 1.426.726

Note 10 -WaterDistribution System Improvements

The Association's Water Distribution System Improvement project consists of water main

replacement and improvements within the Harbour Heights Census Designated Place and

surrounding area of approximately 97,000 linear feet of 4, 6, 8, and 10-inch diameter water mains.

Improvements are to replace existing aged water mains to provide sufficient service and fire

protection. Improvements include installation of water mains, fire hydrants, isolation valves, water

services, and other potable water appurtenances. Existing water mains replaced by the project shall

be grouted and/or abandoned in place.

The Water Distribution System Improvement project is to be funded in part by a loan and grant

from the Water and Waste Disposal Loan and Grant Program. In December of 2020, the

Association entered into an agreement with the United States Department of Agricultire to

participate in the Water and Waste Disposal Loan and Grant Program. The agreement provides for

a loan amounting to $7,130,000 and a grant amounting to $5,429,000. Total budgeted cost amounts

to approximately $12,559,000.

The Association follows the policy of capitalizing interest as a component of the cost of the

constructed capital asset. The capitalization rate is based on the rate paid on the directly related

long-term debt obligations. Total interest capitalized as of December 31, 2021 is $94,971.

14



CHARLOTTE HARBOR WATER ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEiMENTS

DECEMBER 31, 2021 AND 2020

Note 11 - Commitments

The Association has certain contractial commitments related to construction contracts outstanding as

of December 31, 2021. The remaining commitment on those contracts is approximately $4,218,504

as of December 31, 2021. The portion of the remaming commitment attributed to the Water

Distribution System Improvements (Note 10) is approximately $4,045,713.

Note 12 - Subsequent Events

Subsequent events were evaluated through July 13, 2022, which is the date the fmancial statements

were available to be issued. No significant subsequent events have been identified that would require

adjustment of or disclosure in the accompanying fmancial statements.

15
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CHARLOTTE HARBOR WATER ASSOCIATION, INC.

Schedules of Other Operating Expenses

For the years ended December 31, 2021 and 2020

2021 2020

Other operating expenses

Bank service charges

Chemicals

Director's expense

Employee benefits
Gas and oil

Insurance

Meter reading

Miscellaneous
Office expenses

Other operating expenses
Payroll taxes

Professional fees

Small tools

Taxes and licenses

Uniforms

Water analysis

Total Other operating expenses

$

_$_

16,458
17,693
5,692

152,967
15,547
41,027

5
63,392
31,398
38,438

102,603
1,506

18,460
6,849

11,006

523,041

$

$

12,149
13,450
2,839

144,644
9,428

43,201
19,247

62,558
44,780
36,270
67,206

5,613
15,251
6,535

14,574

497,745

16
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GO VERNMENTA UDFTING STANDARDS

To the Board of Directors

Charlotte Harbor Water Association, Inc.

We have audited, in accordance with the auditing standards generally accepted in the United States of America

and the standards applicable to fmancial audits contained in Government Auditing Standards issued by the

Comptroller General of the United States, the financial statements of Charlotte Harbor Water Association, Inc.,

which comprise the balance sheet as of December 31, 2021, and the related statements of revenues and expenses,

changes in members5 equity, and cash flows for the year then ended, and the related notes to the financial

statements, and have issued our report thereon dated July 13, 2022.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the fmaacial statements, we considered Charlotte Harbor Water

Association, Inc. ?s internal control over fmancial reporting (internal control) as a basis for designing audit

procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the financial

statements, but not for the purpose of expressing an opinion on the effectiveness of Charlotte Harbor Water

Association, Inc.'s internal contol. Accordingly, we do not express an opinion on the effectiveness of Charlotte

Harbor Water Association, Inc.'s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or

employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,

misstatements, on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal

control, such that there is a reasonable possibility that a material misstatement of the entity's fmancial statements

will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a

combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough

to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section

and was not designed to identify all deficiencies in internal control that might be material weaknesses or significant

deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that

we consider to be material weaknesses. However, material weaknesses or significant deficiencies may exist that

have not been identified.

Report on Compliance and Other IVIatters

As part of obtaining reasonable assurance about whether Charlotte Harbor Water Association, Inc. ?s fmancial

statements are free from material misstatement, we performed test of its compliance with certain provisions of

laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material

effect on the fmancial statements. However, providing an opinion on compliance with those provisions was not

an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed

no instances of noncompliance or other matters that are required to be reported under Government Auditing

Standards.
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Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the

results of that testing, and not to provide an opinion on the effectiveness of the organization's internal cont-ol or

on compliance. This report is an integral part of an audit performed in accordance with Government Auditing

Standards in considering the organization's internal control and compliance. Accordingly, this communication is

not suitable for any other purpose.

Suft£ee S^L Cw^ & HMe^. P.^

SUPLEE, SHEA, CRAMER, & IVHLLER, PA.
Sarasota, FL

July 13,2022

18



s|s
ClM

T. RAYMOND SUPLEE, CPA

NORMAN J. SHEA III, CPA

THOMAS R. CRAMER, CPA

. & MILLER, PA JAVD:M'ILLER;CPA
CANDY L. KESSEL, CPA

CERTIFIED PUBLIC ACCOUNTANTS MARINA DINER, CPA

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY

THE UNIFORM GUIDANCE

To the Board of Directors

Charlotte Harbor Water Association, Inc.

Report on Compliance for Each Mlajor Federal Program

Opinion on Each Mkijor Federal Program

We have audited Charlotte Harbor Water Association, Inc. ?s compliance with the types of compliance

requirements identified as subject to audit in the 0MB Compliance Supplement that could have a direct and
material effect on each of Charlotte Harbor Water Association, Inc.'s major federal programs for the year ended

December 31, 2021. Charlotte Harbor Water Association, Inc/s major federal programs are identified in the

summary of auditors5 results section of the accompanying schedule offmdings and questioned costs.

In our opinion. Charlotte Harbor Water Association, Inc. complied, m all material respects, with the types of

compliance requirements referred to above that could have a direct and material effect on each of its major federal

programs for the year ended December 31, 2021.

Basis for Opinion on Each ]V[ajor Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United

States of America; the standards applicable to financial audits contained in Government Auditing Standards,

issued by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of

Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements

for Federal Awards (Uniform Guidance). Our responsibilities under those standards and the Uniform Guidance

are further described in the Auditor's Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of ABC Organization and to meet our other ethical responsibilities, in

accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence we have

obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each major federal

program. Our audit does not provide a legal determination of ABC Organization's compliance with the compliance

requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with requirements referred to above and for the design,

implementation, and maintenance of effective internal control over compliance with the requirements of laws,

statutes, regulations, rules, and provisions of cont-acts or grant agreements applicable to Charlotte Harbor Water

Association, Inc. ?s federal programs.

Auditor's Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance

requirements referred to above occurred, whether due to fraud or error, and express an opinion on Charlotte

Harbor Water Association, Inc.'s compliance based on our audit. Reasonable assurance is a high level of

assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance

with generally accepted auditing standards, Government Auditing Standards, and the Uniform Guidance will

always detect material noncompliance when it exists. The risk of not detecting material noncompliance

resulting from fraud is higher than for that resulting from error, as fraud may involve collusion, forgery,

intentional omissions, misrepresentations, or the override of internal control. Noncompliance with the

compliance requirements referred to above is considered material if there is a substantial likelihood that,
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individually or in the aggregate, it would influence the judgment made by a reasonable user of the report on

compliance about Charlotte Harbor Water Association, Inc.'s compliance with the requirements of each major

federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government Auditing

Standards, and the Uniform Guidance, we:

• Exercise professional judgment and maintain professional skepticism throughout the audit.

• Identify and assess the risks of material noncompliance, whether due to fraud or error, and design and

perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,

evidence regarding Charlotte Harbor Water Association, Inc. ?s compliance with the compliance

requirements referred to above and performing such other procedures as we considered necessary in

the circumstances.

• Obtain an understanding of Charlotte Harbor Water Association, Inc. ?s internal control over compliance

relevant to the audit in order to design audit procedures that are appropriate in the circumstances and

to test and report on internal control over compliance in accordance with the Uniform Guidance, but

not for the purpose of expressing an opinion on the effectiveness of Charlotte Harbor Water Association,

Inc. 5s internal control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the

planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal

control over compliance that we identified during the audit.

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over compliance

does not allow management or employees, in the normal course of performing their assigned functions, to prevent,

or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely

basis. A material -weakness in internal control over compliance is a deficiency, or a combination of deficiencies,

in internal control over compliance, such that there is a reasonable possibility that a material noncompliance with

a type of compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely

basis. A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies,

in internal control over compliance with a type of compliance requirement of a federal program that is less severe

than a material weakness in internal control over compliance, yet important enough to merit attention by those

charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the Auditor's

Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies m
internal control over compliance that might be material weaknesses or significant deficiencies in internal control

over compliance. Given these limitations, during our audit we did not identify any deficiencies in internal control

over compliance that we consider to be material weaknesses, as defmed above. However, material weaknesses or

significant deficiencies may exist that have not been identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal conb-ol over

compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of

internal control over compliance and the results of that testing based on the requirements of the Uniform Guidance.

Accordingly, this report is not suitable for any other purpose.

Su^ee S^z ^tewtw S TWe^. P.^i

SUPLEE, SHEA, CRAMER, & MILLER, PA.
Sarasota, FL

July 13,2022
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CHARLOTTE HARBOR WATER ASSOCIATION, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31,2021

Federal Total Federal

Federal Grantor/Pass-through __ _ _ CFDA Number _Expenditures
United States Department of Agriculture

Rural Utility Services
Rural Development 10.760 $ 4,951,543

Total Federal Award Expenditures $ 4.951.543

See accompanying notes to the schedule of expenditures of federal awards.

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Note 1 -Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal award activity of

Charlotte Harbor Water Association, Inc. under programs of the federal government for the year ended

December 31,202 1. The information in this schedule is presented in accordance with the requirements

of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost

Principles, and Audit Requirements for Federal Awards(Umform Guidance). Because the schedule

presents only a selected portion of the operations of Charlotte Harbor Water Association, Inc., it is not

intended to and does not present the fmancial position, changes in net assets, or cash flows of Charlotte

Harbor Water Association, Inc..

Note 2 - Summary of Significant Accounting Policies

Expenditures reported on the Schedule of Expenditures of Federal Awards are reported on the

accrual basis of accounting. Such expenditures are recognized in accordance with the 0MB

Compliance Supplement, Uniform Guidance.

Note 3 - Description of Loan and Grant

In May of 2019, the Association entered into an agreement with the United States Department of

Agriculture to participate in the Water and Waste Disposal Loan and Grant Program. The

Association was awarded a loan in the amount of $7,130,000 and grant in the amount of

$5,429,000. In December of 2020, the Association entered into an interim financing agreement

with Fifith Third Bank for the loan amount.
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CHARLOTTE HARBOR WATER ASSOCIATION, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED DECEMBER 31,2021

Summary of Audit Results

1. The auditors' report expresses an unmodified opinion on whether the financial statements of Charlotte

Harbor Water Association, Inc. were prepared in accordance with GAAP.

2. No significant deficiencies or material weaknesses relating to the audit of the financial statements are

reported in the Independent Auditors' Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in Accordance
with Government Auditing Standards^

3. No instances of noncompliance material to the fmancial statements of Charlotte Harbor Water

Association, Inc. which would be required to be reported in accordance with Government Auditing

Standards, were disclosed during the audit.

4. No significant deficiencies or material weaknesses relating to the audit of the major federal award

programs were reported in the Independent Auditors5 Report on Compliance for each Major Federal
Program and on Internal Control over Compliance Required by the Uniform Guidance.

5. The auditors5 report on compliance for each major program and on internal control over compliance

for Charlotte Harbor Water Association, Inc. expresses an unmodified opinion on all major federal
programs.

6. Our audit disclosed no findings related to major federal awards programs for Charlotte Harbor Water
Association, Inc. required to be reported in accordance with 2 CFR section 200.516(a) are reported in
this Schedule.

7. The programs tested as major programs included:

Federal Grantor/Pass-through Federal CFDA Number
United States Department of Agriculture

Rural Utility Services
Rural Development 10.760

8. The threshold for distinguishing Types A and B programs was $750,000.

9. Charlotte Harbor Water Association, Inc. was determined not to be a low-risk auditee.

Findings - Financial Statements Audit

None

Findings and Questioned Costs - Major Federal Award Programs Audit

None
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